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Dear Supervisors:

APPROVE AMENDMENT NUMBER TWO TO AGREEMENT NUMBER 77217
WITH SAS INSTITUTE INC. FOR DATA MINING SOLUTION
(ALL DISTRICTS - 3 VOTES)

CIO RECOMMENDATION: APPROVE (X) APPROVE WITH MODIFICATION ()
DISAPPROVE ()

SUBJECT

The Department of Public Social Services (DPSS), in collaboration with the Service Integration
Branch (SIB) of the Chief Executive Office (CEO), seeks your Board's approval of Amendment
Number Two to Agreement Number 77217 with SAS Institute Inc. (SAS) for Data Mining Solution
(DMS), dated December 22, 2009 (Agreement). The implementation of DMS represents the
realization of the initial Board motion on May 29, 2007 and vision of utilizing cutting edge technology,
such as data mining and predictive analytics, to ensure and maintain the integrity of the County’s
public assistance programs. The purpose of Amendment Number Two is to expand the DMS
technology, which combats fraud in the DPSS CalWORKSs Stage 1 Child Care (CalWORKS)
Program, to the In-Home Supportive Services (IHSS) Program (IHSS Project); and extends the
maximum term of the Agreement for an additional two (2) years.

IT IS RECOMMENDED THAT YOUR BOARD:

Approve and instruct the Chairman to sign the attached Amendment Number Two to the DMS
Agreement in order: (i) to expand the DMS technology currently utilized to detect and prevent fraud
in the CalWORKSs Stage 1 Child Care Program to the IHSS Program; and (ii) to extend the optional
term of the Agreement (Extended Term) for the provision of DMS maintenance and support by two
(2) additional years from two (2) years to four (4) years, all at the additional maximum Contract Sum
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of $2,769,063 with an estimated net County cost (NCC) of $529,000.

The execution of this Amendment will increase the total maximum Contract Sum allocated for the
term of the Agreement by $2,769,063 from ($4,230,937 to $7,000,000).

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

The primary purpose of this Amendment is to allow DPSS to engage SAS to expand the DMS
technology developed under the Agreement for detecting and preventing fraud in the CalWORKSs
Stage 1 Child Care Program (Phase 1 of the Project) to also combat fraud in the IHSS Program
(Phase 2 of the Project). Based on the success of the IHSS Pilot conducted by SAS pursuant to
Amendment Number One to the Agreement, this can be accomplished by utilizing the existing DMS
fraud detection infrastructure.

The IHSS Pilot produced a set of preliminary predictive models that were used to detect potential
fraud in the IHSS Program, which provided a risk score for the randomly selected cases reviewed.
Analysis of the representative sample of fraud referrals revealed the possibility for an annual cost
avoidance of approximately $7 million, based on the ability of the DMS to generate new fraud
referrals not readily detected by existing, manual IHSS investigative methods ($1.6 million), as well
as to make fraud referrals much sooner than is currently possible ($5.4 million). An even larger cost
avoidance and restitution dollar amount may be possible by applying the DMS to a larger percentage
of cases with the highest fraud risk scores and leveraging additional fraud detection tools not utilized
in the pilot.

The successful implementation of the DMS in the CalWORKSs Stage 1 Child Care Program and the
success of the IHSS Pilot has established a solid foundation for expanding DMS technology across
other public assistance programs.

In its first ten (10) months of operation, the DMS system has produced 197 additional referrals for
child care fraud investigations; 143 from front-end Triage review, plus an additional 54 referrals
initiated directly by investigators upon review of other active investigations. Additionally, another 67
non-child care related referrals were initiated as a direct result of Triage review.

Investigations are currently being conducted on six (6) separate conspiracy allegations that were a
direct result of data mining review by Investigative staff. As a result of the Social Network Analysis
functionality, which is a component of the DMS technology, the County’s Welfare Fraud Prevention &
Investigation (WFP&I) section has uncovered two (2) conspiracy groups consisting of 16 cases, and
done so significantly earlier than would have been the case using traditional fraud detection
procedures. Additionally, the Triage team has been established with Designated Triage Workers
(DTW) who review potential fraud alerts with high risk scores and triggers created by the DMS tool to
determine if a referral will need to be made to WFP&I section or a notification generated that will
inform eligibility staff of possible discrepancies on a participant's case due to unreported income.
The disposition of such notices may result in one or more of the following outcomes: termination of
benefits, overpayments, reduction in benefits, share of cost and/or fraud referral. So far, eligibility
staff have processed and taken case actions on approximately 388 cases, as a result of these
notifications from the DTWs.

Implementation of Strategic Plan Goals

This recommendation is consistent with the principles of the Countywide Strategic Plan, Goal 1:
Operational Effectiveness: Maximize the effectiveness of processes, structure and operations to
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support timely delivery of customer-oriented and efficient public services. Goal 2: Fiscal
Sustainability: Strengthen and enhance the County’s capacity to sustain essential County Services
through proactive and prudent fiscal policies and stewardship.

Successful implementation of the IHSS Project will result in savings at the local, State, and federal

levels and improve public confidence in the integrity of the IHSS Program. It is also consistent with
DPSS’ objective for maintaining the efficiency and effectiveness of departmental programs through
expanded information technology and communications. The expansion of DMS to DPSS programs
other than child care is also part of the DPSS Business Automation Plan.

FISCAL IMPACT/FINANCING

The execution of this Amendment will increase the total maximum Contract Sum allocated for the
term of the Agreement by $2,769,063 from ($4,230,937 to $7,000,000).

For Fiscal Year (FY) 2011-12, the one-time IHSS DMS expansion license cost is approximately
$536,000 which will be covered under the IHSS Anti-Fraud Plan funding with an estimated NCC of
$268,000. Sufficient funding is included in the FY 2011-12 Adopted Budget.

For FY 2012-13, the total costs are estimated at $1,154,000, including an estimated NCC of

$104,000. Sufficient funding is included in the Department’'s FY 2012-13 Recommended Budget.
FY 2013-14 through FY 2015-16, the total costs are estimated at $1,744,000, including estimated
NCC of $157,000. Sufficient funding will be included in the Department’s annual budget request.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

Amendment Number Two will become effective upon Board approval. All terms and conditions,
including information technology provisions included in the current Agreement, will continue to apply
to the Agreement following execution of the proposed Amendment Number Two.

This Amendment was reviewed and approved by the CEO and County Counsel as to form. The
Chief Information Office (CIO) concurs with this recommendation (CIO Analysis Attachment ).

CONTRACTING PROCESS

In response to your Board's motion of January 6, 2009, DPSS released a request for proposals
(RFP) on July 8, 2009. The RFP solicited proposals from qualified vendors for the development,
implementation, and maintenance of data mining technology to target fraud in the CalWORKSs Stage
1 Child Care Program and establish a platform that can be leveraged to detect and prevent fraud in
other public assistance programs.

SAS submitted the winning proposal. On December 22, 2009, your Board awarded SAS the contract
for the development, implementation, maintenance, and support of the DMS technology to detect
and prevent fraudulent activities among individuals and groups participating in the County's
CalWORKs Stage 1 Child Care Program.

The Agreement was awarded for a period of two (2) years (Initial Term) with up to two (2) additional
option years (Extended Term) for a total maximum Contract Sum of $4,230,937. The Agreement
contains specific provisions allowing for the expansion of the DMS to public assistance programs
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beyond CalWORKSs, including the IHSS Program.

Following your Board's motion of August 17, 2010, your Board approved Amendment Number One
to the Agreement on December 14, 2010 authorizing SAS to conduct a 90-day pilot for the IHSS
(IHSS Pilot) at no cost to the County. The purpose of the IHSS Pilot was to assess the effectiveness
of data mining technology in detecting and preventing fraud and to establish a platform that can be
leveraged to prevent fraud in other public assistance programs.

Given the expected cost savings potential demonstrated by the IHSS Pilot, upon approval of
Amendment Number Two by your Board, DPSS will work collaboratively with CEO/SIB and CIO to
expand the DMS to include the IHSS Program.

In addition to the efficiencies gained by leveraging the existing DMS infrastructure, SAS provided a

30 percent reduction in software license fees and 30 percent reduction in professional services fees
associated with the implementation of the IHSS Project.

IMPACT ON CURRENT SERVICES (OR PROJECTS)

The execution of Amendment Number Two (Attachment Il) augments the DMS by expanding the
technology to the IHSS Program to assist in fraud detection and prevention and is expected to result
in new fraud referrals, earlier fraud detection, and increased efficiency, all leading to cost avoidance.
The potential exists for additional cost avoidance, as the use of DMS technology is expanded to
other public assistance programs.

CONCLUSION

Upon your Board's approval, the Executive Officer, Board of Supervisors is requested to return of
three original signed copies of the Amendment and one adopted stamped Board letter to the Acting
Director of DPSS.
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Respectfully submitted,

o M&Zmﬁ

SHERYL L. SPILLER

Acting Director RICHARD SANCHEZ

Chief Information Officer

SLS:MS:af
Enclosures

C. Chief Executive Office
Acting County Counsel
Executive Officer, Board of Supervisors
Auditor-Controller
Chief Information Office
Internal Services Department
Chair, Information Systems Commission
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Office of the Cl1O Number: DaTe:
S . Cl10 12-07 04/19/2012
RICHARD SANCHEZ CIO AnaIySIS ,

CHIEF INFORMATION OFFICER

APPROVE AMENDMENT 2 TO AGREEMENT NUMBER 77217 WITH SAS
INSTITUTE INC. (SAS) FOR DATA MINING SOLUTION (DMS)

RECOMMENDATION:

Approve (J Approve with modification L1 Disapprove
CONTRACT TYPE:

[] New contract - O Sole Source

Amendment to Contract #: 77217 [ Other:

CONTRACT COMPONENTS:

L] Software ] Hardware
] Telecommunications Professional Services
SUMMARY:

Department executive sponsor: Michae! Sylvester, Assistant Director, Public Social Services

Description: Expands the use of SAS DMS'techn’oIogy to detect and prevent fraud in the In-Home
Support Services (IHSS) Program; and extends the Agreement term for two (2) years.

Contract Amendment amount: $2,769,063 Funding source: CalWORKS and IHSS Programs
[] Legislative or regulatory mandate Subvened/Grant funded: 98%

Strategic and - | PROJECT GOALS AND OBJECTIVES:

business analysis Use DMS technology to support the early detection and/or prevention of
potential fraud in public assistance programs.

BUSINESS DRIVERS:
The IHSS pilot conducted as part of Amendment 1 identified that utilization of

DMS technology could save an estimated $7 million in annual cost avoidance by
generating and making new referrals much earlier to DPSS investigators.

PROJECT ORGANIZATION

The DMS project has a formal governance structure comprised of DPSS
executives, program staff, operations staff and fraud investigation staff.

PERFORMANCE METRICS:

The IHSS Program will be incorporated into the DMS solution with its CalWORKs
Stage 1 Child Care (CalWORKs) Program’s project metrics. The DMS Agreement
also contains Service Level Agreement and Liquidated Damages for performance
metrics that the contractor must meet. DMS system in the 10 months of
operation has generated 197 additional referrals for child care fraud

Los Ahgeles County — Office of the CIO Pagelof4
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Amendment 2 to Agreement 77217 with SAS for DMS Expansion for IHSS Program

investigations; 143 from front-end Triage review; and 54 referrals initiated
directly by investigators upon review of other active investigations. Additionally,
another 67 non-child care related referrals were initiated as a direct result of
Triage review.

STRATEGIC AND BUSINESS ALIGNMENT:

This project is consistent with the County Strategic Plan goals and Strategic
Technology Directions for fiscal stewardship and maximizing effectiveness of the
County’s operations. It supports the recovery and/or the prevention of public
assistance funds that were obtained fraudulently.

PROJECT APPROACH:
DPSS is using the DMS solution as a common technology platform to detect and

“prevent fraud in its public assistance programs. DPSS continues to expand the

DMS solution to other public assistance programs whose pilot feasibility is found
to be positive.

ALTERNATIVES ANALYZED:

No alternatives were explored. The Agreement contains specific provisions
allowing for the expansion of the DMS to IHSS and to other public assistance
programs. '

Technical analysis

ANALYSIS OF PROPOSED IT SOLUTION:

The DMS solution uses the SAS Fraud Framework for Government and
incorporates SAS’ data mining technology with Social Network Analysis,
Predictive Analysis, rules management and forecasting techniques. SAS Business
Intelligence is used to generate an information portal'and reports to monitor-and
share information on fraudulent cases. The DMS solution is hosted at SAS’ data
center in North Carolina and is accessed securely by County staff.

Los Angeles County — Office of the CIO Page 2 of 4


e432903
Text Box

e432903
Text Box

e432903
Text Box
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Financial analysis | BUDGET:

Contract costs
One-time costs:

Hardware.....ccveevvvivensieinnns $111,000
SOftWaAre ..cooovriiververeeneeriennes $536,256
SEIVICES overeieecctereiee e $370,920
Pool Dollars .....cceeeeeecevnnne. $440,018
Sub-total one-time costs: $1,458,194
Ongoing costs (FY12/13 thru FY15/16):
Hardware......cccceeeiineevereennne $349,200
SOFtWAre cocviveeeee e $787,835
SEIVICES wovereveeerererrereeeeeennes $173,834
Sub-total ongoing costs : $1,310,869
Total contract costs: $2,769,063
Other County costs:
One-time costs:
Hardware .....cccoeecieeveeeenvennns S N/A
Software........ccecveeveeecreeecninn, S N/A
Services (ISD) ...cccvevvernses e S N/A
County staff (existing) ......... $377,000
County staff (net new) ........ SN/A |

Sub-total one-time County costs: $377,000

Ongoing costs (FY12/13 thru FY15/16):

Hardware.......ccoveeeeeeeveennen. S N/A
Software.....c.couun... cerereeeiee $ N/A
Services (ISD)..c.evrecerivrnenn. S N/A
Services (Contractor) .......... S N/A.
County staff (existing) ......... $552,000
County staff {(net new) ........ S N/A

Sub-total ongoing County costs:  $552,000

Total Other County Costs: $889,000

The execution of this Contract Amendment will increase the Total Maximum
Contract Sum for the term of the Agreement by $2,769,063 from $4,230,937 to
$7,000,000.

Notes: -

= One-time cohtract services includes $440,018 in contract pool dollars.
~  Other County project costs are based on Department estimates.

Los Angeles County = Office of the CIO Page 3of 4
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Risk analysis

RISK MITIGATION:

1.

DPSS has improved IHSS project outcomes by conducting a proof of
concept that revealed the solution feasibility in detecting/preventing
fraud.

DPSS has mitigated risks for DMS solution implementation by providing
executive sponsorship, stable project staffing, clear roles and
responsibilities, full-time project management, and defined deliverables.

The Chief Information Security Officer reviewed the Amendment and did
not identify any security risks or issues.

The Agreement clearly identifies the service levels and system
performance metrics to be provided by SAS for the term of the
Agreement.

ClO Approval

P/Z)M,.éé yanmy, Y- 25-2002

James4léll, Sr. Associate CIO Date
APP}%,

%/@M S/~12
Richard Sanchez, County CIO Date

Please contact the Office of the CI0 (213.253.5600 or info@cio.lacounty.gov) for questions concerning this CiO
Analysis. This document is also available online at http://ciointranet.lacounty.gov/

Los Angeles County — Office of the CIO Page 4 of 4
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Attachment i
AMENDMENT NUMBER TWO

TO
AGREEMENT
BETWEEN
COUNTY OF LOS ANGELES
AND
SAS INSTITUTE INC.

FOR

DATA MINING SOLUTION (DMS)

This Amendment Number Two is entered into this | 5 day of Wla \/ ,2012 by and
between !

the County of Los Angeles, a body corporate and politic (hereinafter “County”), and SAS Institute Inc.,
a North Carolina corporation (hereinafter “Contractor”), and amends that certain Agreement Number
77217 for Data Mining Solution (DMS) for Child Care Fraud Detection, dated as of December 22, 2009,

as modified by all Amendments and Change Notices thereto, including without limitation by this
Amendment Number Two (hereinafter “Agreement”).

WHEREAS, County and Contractor have entered into the Agreement for the design, development,
implementation and maintenance of the Data Mining Solution for the Project (hereinafter “DMS”); and

WHEREAS, County has requested, and Contractor has agreed, to develop, implement and maintain a
DMS for the In Home Supportive Services (IHSS) Project as part of Phase 2.

NOW THEREFORE, in consideration of the foregoing and pursuant to Paragraph 4 (Change Notices

and Amendments) of the Base Agreement, County and Contractor hereby agree to amend the Agreement
as follows:

1. The Agreement is hereby incorporated by reference, and all of its terms and conditions,

including capitalized terms defined therein, shall be given full force and effect as if fully set
forth herein.

2. As a result of this Amendment Number Two, the following definitions are added to Paragraph
1.3 (Definitions) of the Base Agreement amending such Paragraph 1.3:

1.3.157 AMENDMENT TWO EFFECTIVE DATE

As used herein, the term “Amendment Two Effective Date” shall mean the date of
execution of Amendment Number Two to the Agreement by the authorized
representative(s) of County and Contractor.

1.3.158 IHSS PROJECT

As used herein, the term “IHSS Project” shall mean DMS implementation,
maintenance and support for the THSS Program under Phase 2 in accordance with this

Agreement, including Task 12 (IHSS Project) of Exhibit A (Statement of Work) and
Exhibit D (System Maintenance).

%f-mzmaanﬁ: J 1212 A ,



As a result of this Amendment Number Two, the following definitions under Paragraph 1.3
(Definitions) of the Base Agreement have been deleted in their entirety and replaced with revised
definitions amended to read as follows:

1.3.45

1.3.84

1.3.85

1.3.86

1.3.93

1.3.116

1.3.132

DATA MINING SOLUTION: DMS

As used herein, the terms “Data Mining Solution” and “DMS” shall have the same
meaning as System and shall include all System Data, System Environment, System
Software and the Pilots, developed or provided by Contractor to County in accordance
with the terms of this Agreement.

PHASE 1

As used herein, the term “Phase 17 shall mean the initial stage of the Project
consisting of the CalWORKs Stage One Child Care Program.

PHASE 2

As used herein, the term “Phase 2” shall mean the subsequent stage of the Project
expanded to the DPSS programs beyond the CalWORKSs Program.

PiLoT

As used herein, the term “Pilot” shall mean any pilot project implemented by
Contractor to demonstrate the feasibility of using data mining technology to detect
and predict fraud, including DMS pilot and IHSS Pilot.

PROJECT

As used herein, the term “Project” shall mean DMS implementation, maintenance and
support initially for the CalWORKSs Stage One Child Care Program under Phase 1
and/or any other programs under Phase 2, the Pilots that may be provided by
Contractor and utilization of the System Software, including the Baseline Software,
by Contractor or County for developing solutions or models for any County programs,
as further specified in this Agreement and Exhibits A (Statement of Work) and D
(System Maintenance), including the Transition License.

SYSTEM

As used herein, the term “System” shall mean all System Environment, System Data,
Internet Services, System Software, the Pilots and Optional Work Components
described in this Agreement and, as otherwise agreed to by County and Contractor,
collectively comprising the Data Mining Solution or DMS. Reference to the System
may include one or more components or modules thereof or the entire System.

SYSTEM SOLUTION

As used herein, the term “System Solution” shall mean and refer to any of the
solutions developed or designed by Contractor for County pursuant to this Agreement
as part of the Core Application and under any previous or other current agreements
with County relating to or concerning the Project and/or the Pilots, including but not
limited to the Delegated Authority Agreement for Adult Linkages Project between the
County of Los Angeles and SAS Institute Inc., dated August 27, 2007 (DAA Number
A0-07-056), and shall include DQ&I Solution, Analytics Models and Baseline
Interfaces.



4, Paragraph 4.3 (Amendments) of the Base Agreement is deleted in its entirety and replaced with
revised Paragraph 4.3 amended to read as follows:

4.3

AMENDMENTS

Except as otherwise provided in this Agreement, for any change requested by County
which affects the scope of Work, term, payments, or any term or condition included in
this Agreement, a negotiated written Amendment to this Agreement shall be prepared
and executed by each of County’s Board of Supervisor’s and Contractor’s authorized
representative. Notwithstanding the foregoing, the Director is specifically authorized
to execute a negotiated written Amendment to this Agreement on behalf of County
upon County’s election to extend the scope of this Agreement beyond Phase 1 into
Phase 2 based on the terms negotiated herein and in such Amendment. However,
neither such authority nor County’s engagement of Contractor to develop and
implement any Pilot is a guarantee of any such Phase 2 Amendment.

5. First grammatical paragraph of Paragraph 5 (Scope of Work) of the Base Agreement is deleted in
its entirety and replaced with revised grammatical paragraph of Paragraph 5 amended to read as

follows:

5.

SCOPE OF WORK

In exchange for County’s payment to Contractor of the fees and any applicable taxes
arising under the Agreement and invoiced by Contractor, Contractor shall on a timely
basis (a) provide, complete, deliver and implement all Work set forth in this
Agreement and in Exhibits A (Statement of Work) and D (System Maintenance),
including, but not limited to, System Software License, System Hardware, System
Implementation services, System Maintenance, Pilots and any Optional Work; (b)
grant to County a limited License to any Work Product, as specified in Paragraph
10.1.5 (Work Product) and (c) grant ownership to County of the Components of the
System Solution described in Paragraph 10.1.4 (System Solution), subject to the
provisions of Paragraph 10.1 (System Ownership). Contractor shall perform all such
tasks, subtasks, deliverables, goods, services and other Work in accordance with
Exhibit A (Statement of Work) with all Attachments thereto and Exhibit D (System
Maintenance) with all Schedules thereto at the applicable rates and prices specified in
Exhibit B (Schedule of Payments) with all Schedules thereto.

6. The maximum term of the Agreement is extended by two (2) years by deleting Paragraph 7.2
(Extended Term) in its entirety and replacing it with the revised Paragraph 7.2 (Extended Term)
amended to read as follows:

72

EXTENDED TERM

At the end of the Initial Term, County may, at its sole option, extend this Agreement
for up to four (4) additional consecutive one (1) year terms (hereinafter “Extended
Term”); provided that if County elects not to exercise its option to extend at the end
of the Initial Term, or the Extended Term, the remaining option(s) shall automatically
lapse. County shall be deemed to have exercised its extension option(s)
automatically, without further act, unless, no later than thirty (30) days prior to the
expiration of the Initial Term or the Extended Term, as applicable, County notified
Contractor in writing that it elects not to extend the Agreement pursuant to this
Paragraph 7.1.




8.

10.

The Maximum Contract Sum allocated for the term of the Agreement is increased by deleting
Paragraph 8.1 (Maximum Contract Sum) in its entirety and replacing it with the revised
Paragraph 8.1 (Maximum Contract Sum) amended to read as follows:

8.1

MAXIMUM CONTRACT SUM

The Contract Sum under this Agreement shall be the total monetary amount payable
by County to Contractor for supplying all the tasks, subtasks, deliverables, goods,
services and other Work required or requested by County under this Agreement. All
Work completed by Contractor must be approved in writing by County in accordance
with Paragraph 2.4 (Approval of Work). If County does not approve work in writing,
no payment shall be due Contractor for that Work. The Contract Sum, including all
applicable taxes, authorized by County hereunder shall not exceed Seven Million
Dollars ($7,000,000) as further detailed in Exhibit B (Schedule of Payments), unless
the Contract Sum is modified pursuant to a duly approved Amendment to this
Agreement by County’s and Contractor’s authorized representative(s) pursuant to
Paragraph 4 (Changes to Agreement). The Contract Sum under this Agreement shall
cover the authorized payments for all System Components provided by Contractor,
System Implementation services, System Maintenance and any Optional Work.

Contractor shall maintain a system of record keeping that will allow Contractor to
determine when it has incurred seventy-five percent (75%) of the Contract Sum,
including the Pool Dollars expenditures, authorized for this Agreement. Upon
occurrence of this event, Contractor shall provide written notification to County’s
Project Director at the address set forth in Section I (County Key Personnel) in
Exhibit G (Administration of Agreement). Notwithstanding the foregoing,
Contractor’s failure to provide such notification shall not constitute a material breach
of this Agreement.

Paragraph 8.2 (System Implementation) of the Base Agreement is deleted in its entirety and
replaced with revised Paragraph 8.2 amended to read as follows:

8.2

SYSTEM IMPLEMENTATION

Contractor shall provide System Implementation services in accordance with Exhibit
A (Statement of Work), with all Attachments thereto, and the Base Agreement in
exchange for County’s payment of the applicable Implementation Cost. The
Implementation Cost shall include all applicable License Fees, any and all cost of
System Implementation and all Work provided by Contractor for any Pilots, including
all tasks, subtasks, deliverables, goods, services and other Work set forth in such
Exhibit A (Statement of Work), as specified in Exhibit B (Schedule of Payments).
The System Implementation Cost shall not exceed the amount specified in such
Exhibit B (Schedule of Payments).

The scope of Work for the Agreement is revised to include the IHSS Project by deleting Exhibit
A (Statement of Work) in its entirety and replacing it with revised Exhibit A (Statement of
Work), attached hereto as Attachment 1 and incorporated herein by reference.

The System Requirements are updated by deleting Attachment A.1 (System Requirements) in its
entirety and replacing it with revised Attachment A.1 (System Requirements), attached hereto as
Attachment 2 and incorporated herein by reference.



11.

12.

13.

14.

15.

The Schedule of Payments is adjusted to account for the added IHSS Project Deliverables by
deleting Exhibit B (Schedule of Payments) in its entirety and replacing it with revised Exhibit B
(Schedule of Payments), attached hereto as Attachment 3 and incorporated herein by reference.

The amount of Pool Dollars allocated for this Agreement is adjusted by deleting Schedule B.1
(Optional Work) in its entirety and replacing it with revised Schedule B.1, attached hereto as
Attachment 4 and incorporated herein by reference.

The System Performance Requirements are updated by deleting Exhibit D (System Maintenance)
in its entirety and replacing it with revised Exhibit D (System Maintenance), attached hereto as
Attachment 5 and incorporated herein by reference.

This Amendment Number Two shall be effective on the date of approval by County’s Board of
Supervisors.

Except as provided in this Amendment Number Two, all other terms and conditions of the
Agreement shall remain unchanged and in full force in effect.

/
/
/



IN WITNESS WHEREOF, Contractor has executed this Amendment Number Two, or caused it to be

duly executed, and the County of Los Angeles, by order of its Board of Supervisors, has caused this

Amendment to be executed the day, month and year first above written
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Deputy

ATTEST:
SACHI A. HAMAI

Executive Officer-Clerk, Board of Supervisors

(Tl

COUNTY OF LOS ANGELES

Sgnature . \

Print Name

Kevin Farrell
Manager

d Contracts Administration
SAS INSTITUTE INC.

Deputy
APPROVED AS TO FORM:
JOHN F. KRATTLI
Acting Co sel

Byﬁ W“"lwf

VICTORIA MANSOURIAN
Deputy County Counsel

Title
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MAY 15 2012

: SACHI A. W

EXECUTIVE OFFICER
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EXHIBIT A
STATEMENT OF WORK

FOR
DATA MINING SOLUTION (DMS)

REVISED UNDER AMENDMENTNUMBER TwO
May 2012
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1. INTRODUCTION AND OVERVIEW

This Exhibit A (Statement of Work) describes the tasks, subtask, deliverables and other Work
(“SOW?”) to be provided by Contractor to County as part of the DMS Project, including System
Implementation, System Maintenance and any Optional Work, which shall meet the
requirements of this Agreement, including Attachment A.1 (System Requirements) and Exhibit
D (System Maintenance). Contractor shall perform, complete, and deliver all Work, however
denoted, as set forth in this SOW, or in any attached or referenced document in full compliance
with the Agreement.

1.1 PROJECT BACKGROUND

County’s Chief Executive Office (“CEO”) and Department of Public Social Services (“DPSS”)
conducted a pilot (“Pilot”) between May and November of 2008 to determine the business value
of implementing data mining software for the purposes of detection and prevention of public
assistance fraud. The application of data mining software was limited to three primary predictive
models and the analysis applied only to DPSS’ Stage 1 Child Care Program for CalWORKSs
participants. In order to demonstrate the predictive capacities of the data mining software, the
pilot used DPSS’ administrative records on child care providers between January 2001 and
December 2007. The software’s fraud analysis capability was demonstrated in three categories:
(1) cases with characteristics placing them at a high risk for fraud; (2) cases showing significant
anomalies; (3) potential fraud rings and collusion activities.

This DMS Pilot achieved an 85 percent accuracy rate in detecting collusive fraud rings. The
results of the Pilot show that the use of data mining software as a fraud detection tool would have
enabled cost avoidance in three areas: (1) new fraud referrals, resulting in an annual gross cost
avoidance of at least $2.2 million; (2) early detection of fraud, resulting in an annual gross cost
avoidance of $1.6 million; (3) increased efficiency, resulting in an annual gross cost avoidance of
$3 million. The total annual gross cost avoidance in these areas would, therefore, have been at
least $6.8 million. Furthermore, the results indicated that the cost avoidance could possibly
increase with additional data sources and further utilization of additional predictive fraud
detection models not included in the Pilot.

On January 6, 2009, County’s Board of Supervisors passed a motion that directed the CEO to
develop a strategy for the implementation of data mining technology to target fraud in the
CalWORKs Stage 1 Child Care program. The CEO reported back to the Board with a
recommendation to procure the necessary technology through a competitive procurement
process. The DMS RFP released in response to the Board motion embodied County’s effort to
solicit competitive bids from potential vendors for data mining technology to target fraud in
County’s public assistance programs.

Revised Under Amendment Number Two

DATA MINING SOLUTION (DMS) A-1 May 2012



P

- B

Caimoner

1.2 PROJECT OBJECTIVES

The general objective of this Project is to implement a technology solution (“DMS Solution”),
which will assist in the detection and prevention of fraudulent activities among individuals or

groups participating in County’s public assistance programs, starting with Stage 1 Child Care

Program for CalWORKSs participants.

This Statement of Work consists of instructions, tasks, subtasks, deliverables, goods, services
and other work (hereinafter “Work™) and, unless specified otherwise, includes a Project
Schedule. Capitalized terms used in this Statement of Work without definitions have the
meanings given to such terms in the body of the Agreement. All Work under this Agreement
shall be performed at the rates and fees set forth in Exhibit B (Schedule of Payments).

Contractor shall perform, complete and deliver all Work, however denoted, as set forth in this
Statement of Work. Also defined herein are those Tasks and Subtasks that involve participation
of both Contractor and County. Unless otherwise specified as an obligation of County,
Contractor shall perform all Tasks and Subtasks and provide all Deliverables as defined herein.
For the purpose of this Agreement, a Deliverable shall be deemed complete upon County’s
approval and acceptance thereof subject to the provisions of the Agreement, irrespective of the
number of tries it takes Contractor to provide a successful Deliverable.

Contractor shall provide a comprehensive data mining fraud platform and solutions including the
installation and configuration of the necessary data mining software, the provision of data quality
and data integration solutions, the development of analytic models and the provision of other
services to implement Los Angeles County’s Data Mining Solution as necessary to meet the
technical, functional and business requirements set forth in Attachment A.1 (System
Requirements).

Unless otherwise specified herein, the Tasks, Subtasks and Deliverables in this Statement of
Work are subject to the System Requirements and shall be subject to County approval, as set
forth in Paragraph 5 (Scope of Work) of the Base Agreement.

2. INSTRUCTIONS

Contractor shall submit each Deliverable to County in one (1) or more hard cover 8 %2 by 11 inch
three-ring binders, single sided sheets, 12 point Arial or New Times Roman font, with separated
and partitioned sections as required.

Contractor shall submit each Deliverable and provide an electronic copy in the Microsoft Office
Suite version specified by County.
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3. SCOPE OF WORK
This section describes the primary Work that Contractor shall perform, which includes:

1. Task 1 - Project Administration
2. Task 2 — Analyze System Requirements
3. Task 3 — System Setup

>

Task 4 — Implement System Software
Task 5 — System Testing

Task 6 — Final Acceptance

Task 7 - Training

P F e

Task 8 — System Documentation .
9. Task 9 — System Maintenance

10. Task 10 — Optional Work

11. Task 11 — THSS Pilot

12. Task 12 — THSS Project

To accomplish the Work, Contractor shall work collaboratively with key stakeholders, including
Users and State and federal governments and other external agencies whose System Data will
interface with the DMS.

TASK 1 - PROJECT ADMINISTRATION

Contractor shall establish a Project Office to provide full project management, planning,
monitoring, supervision, tracking and control for all Project activities during the term of the
Agreement. Contractor shall employ project management standards and practices in the
performance of all Work.

SUBTASK 1.1 — DEVELOP PROJECT CONTROL DOCUMENT

Contractor shall review the System Requirements with County’s Project Manager. Based
upon that review, Contractor shall prepare a Project Control Document (“PCD”’) and
submit it for written approval to County’s Project Manager. Any subsequent significant
modifications to the PCD shall be subject to the provisions of the body of the Agreement.

Contractor’s Project Manager and County’s Project Manager shall report Project status
on a regular basis as required by County and shall participate in status meetings monthly,
or as otherwise agreed to by County and Contractor.

DELIVERABLE 1.1 — PROJECT CONTROL DOCUMENT

Contractor shall provide the PCD, which, at a minimum, shall include the following
information:
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1. All Work described in this Statement of Work and elsewhere in the Agreement;

2. A Project Work Plan (in this Exhibit A “PWP”), developed in County-specified
version of Microsoft Project, which shall include:

a. All Deliverables, including those referenced in the Schedule of Payments,
b. All Tasks, Subtasks, and other Work